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I. INTIlODUCTION

1. On:oec.t- 30, 1991, the COOlDlOIl CuriIc....(Bureau) initiated·anm~
of the Line IAfcGtIlioa .Dltabale (IJDB) tuitls of sev~ carriers, iDclucIiRI V8ited
TelecommuDicltieM. 1IIc. (United). 1 A siPiliclRt put of LIDB service is COIIIIDOft CbaDneI
SipaJ.J.ing (ces) 1tIIIerconftecton Service, wbidh.,. UUlses a S6 kilobit per second (kbpa) cbunel to
CODDeCt, the ICc.I aa""$ CCS .network t:e.= excMDae cmier'. (UIC's) ...
transfer point (S"n').2 United established two for its ecs intercoDaection cIIar&e.
The tint subelealMt it an Access Link C....., deIiped to recover the costs of .56 kikibit
per IeCODd (kIIpa). ch.' 1 connectiDg the _-of-bad sipalJing cuM:oDler's Pft!8'- with
United's SigDalTiueIer Poa (STP). The sec80d subelement is the STP port cIIarp, designed
to recover the costs of the physical port in United's STP.3

1 Local Bxc Curier Line Information Database, 7 FCC Red 525 (Com.Car.Bur. 1991)au Invm SJIIM>, g. for review ...., 8 FCC Red 2957 (1993). UDB is a
database created by ial exchange carriers (LBCs). The LBCs' databases are intel'CODDeCted
in oRier to enable -t..aes to share with each c:8er aad widl intereIted third pIJ1ies cilia on the
account status of LIe jojat use calling cards, as well as iDformation on line numbers, such as
third party billing exceptions. ~ J IDB Inymejptjon Order, 7 FCC Red at 525 (para. 3).

2 IIDB lay"''' Order, 7 FCC Red at 525 (para. 4).

3 United Telewrn,..,.ItiOllS, Inc., IteviaioM to TlriftF.C..C. No.5, CC Docbt 92
236, 7 FCC led 6164 q.a. 2) (Com.Car.Bur. 1992) (l1eited lAM" 0nIrg). STPs are
packet switchea that provide CCS messaae routiDa. ~digram showm, Uaited's CCS
InterconnectiOli service, aadthe relation of this service to UDB service, see Local BxchaDp
Carrier Line Information Database, CC Docket No. 92-24, 8 FCC Red 7130 (1993) <UDI
pi. Order), at App. B. In that Order, we referred to the Access Link rate element as the
"tigDalling link," which provides the transport between the LBC STP and the interexchange
carrier (lXC) STP.



2. On August 14, 1992, United filed Transmittal No. 300, to offer out-of-band signalling
service, and to extend CCS Interconnection Service from Tennessee to other jurisdictions.4 AI
United's CCS Intel'COlUleCtion Service in Tennessee was subject to the UDB investigation,
wlUch was still pending at that time,5 the Buft:au suspended United's tariff for one day.
Transmittal ,300 took etf8et OIl OCtober 14, 1992. 1k -....eau iDkiated this investigation to
detennine whether United's CCS Interoooneetion rates outside Tennessee are excessive and
offered under unjust and unreasonable terms and conditions. 6 To assist in this determination,
the Bureau designated, four issues for investigation. 7

3. On November 16, 1992, United filed its direct case. No oppositions or replies were
filed. On July I and September 28, 1993, United agreed to lower many of the rates subject to
this inv~ption. Based on ourexam.ination of United's di1'ectcase, and our fmdings in the
UDB investigatiQn, we conclude that many of United's CCSlnterconnection Service rates as
originally filed were djusl and unreasonable, but these rates as adjusted are not unreasonable.
Therefore, we order United to refund the unjust and' unreasonable portion of its CCS
Interconnection Service rates, with interest, to its out-of-band signalling customers, as discussed
in further detail below.

n. DESIGNATED ISSUES

4. First, the Bureau directed United to explain why use of a cost model called "Common
Channel Signalling Cost Information System" (CCSClS) is~ to develop Part of its
CCS Interconnection charge. 8 United asserts that the CCSClS model is appropriate for
allocating the capital costs of the STP Port charges. According to United, the model is
"engineering-ori~ted," and uses economic theory to prodIIce the individual costs of technology
speci(ic,' 'ccs ,network functions ad to assign the COlts of shued CCS equipment to individual
CCSservi~. United also characterizes CCSCIS as a "bottom-up cost calculator" and states
that it constitutes a method of allocating costs endorsed by equipment maDUfacturers. 9

S. Second, the Bureau directed United to'justify its CCS Interconnection, Service on some
;, "

, ,

4, Out-of-band signalling can be used by the LEe to transmit information to IXCs for
p~ssing a call aDd providing IXCs with faster call set-up than is possible with in":band
signalling. ~ LIDS Investiption Order, 7 FCC Red at 525 (para. 4).

5 The UDB investigation has since been terminated. ~ LIDS Final Order, 8 FCC Red
at 7139 (para. 62). '

6 United Investiption Order, 7 FCC Red at 6765 (para. 7).

7 United lDyestiption Older, 7 FCC Red at 6765 (para. 8).

8 UDjtcd Investiption Order, 7 FCC Red at 6765, para. 8, Issue (I). CCSCIS is a
proprietary cost model developed by Bell Communications Raearch (Bellcore) to ~enerate unit
investments for common channel signalling" services. CCSCIS operates similarly to the
Switching Cost Information System (SCIS) , also'developed by Bellcore. For a detailed
discussion of SCIS, see Commission Requirements' for Cost Support Material To Be Filed with
Open NetworkMhitecture Acce5S Tariffs, 7 FCC Red 1526 (Com. Car.Bur. 1992) @OS.
Disclosure 0n:Ie{), apj). for review pendine.' .,

9 United Direct Case at 3.

. 2



basis other than one relyiBgon CCSCIS.·10 For the Acc;ess LiDk Charge, United claims to have
used.a traditional bottom up cost calculation~.. United maintains that it based its
calculations on projected ftIture costs associated with similar special access services. 11

6. Next, theBuftlllU teqUired United to provide toeal investment underlying ~h rate
element of its ecs.~ ••etion Service aDd ide8Iify the accounts established by Part 32 of
the. Commission's Rules in which ·theseinvestmellts are reconted.12 United lists in Attachment
Ato its direct case the Put 32 accounts wllete it ..,. it recorded CCS IntercoDDeCtion
Service.13 In its AuacbnIeIIt B, United reprodIIces Exbibits 3-1 to 3-8 of its Description and
Justification (D&J) for Tm8IIBittal 300, which it says show total investment underlying each
rate element of its ees IDtereonnection service.14

. 7. FiDally, the ....~ United to idIIMify -.t. fully document all ovedlead and
direct cost factors applied to the inveltlDedt~ above to develop the irfltes, cross
referenc~ to AutomBed IIIpottiua~ IIIbmation System (ARMIS) data where
possible. 1 United araues t1IIi theCommissioa's price ~ rules require United to set prices
between average varilble COlt and tufty distributed costs. 16 United states that it based its direct
cost factor on Special AcceII expense aBel iDveIt..... iJIformation in its 1991' ARMIS 43-()4
repl)It, and from state· ad fecIeral tax rate iaformadou. United also maintains that its fully
disttibuted cost· factor is bIIed on Special Access expense and investment infonnation in its
1991 ARMIS 43-04 report.17

m. DISCUSSION

8. The Burelll~"'5 iDvesti • .......-. those issues to detennine wbetber
the rates for United's CCS 1tIle=cmservice outhide Tennessee are excessive or offered
under unjust and unreasonable tenns and conditions. II We investigated United's Tennessee CCS

10 United Investiption Order, 7 FCC Red at 6765 (para. 8, Issue (2».

11 United Direct Case at 3-4.

12 United lnyeAtjptinl! Quler, 7 FCC Red at 6765 {para. 8, Issue (3»,·miD& Part 32 of the
Commission's Rules, 47 C.F.R. Part 32.

13 These accounts are 2111, Land; 2121, Buildincs; 2212, Digital Electronic Switching;
2232, Circuit Equipment; 2411, Poles; 2421, Aerial Cable; 2422, Underground Cable; 2423,
Buried Cable; and 2441, Conduit Systems. United Direct Case, Att. A.

14 MI. at Att. B.

15 United Investiption Order, 7 FCC Red at 6765 {para. 8, Issue (4».

16 United Direct Case at 4-5.

i7M1. at 5.

18 United InvMtiptjon Q.rder, 7 FCC RCd at 6765 (para. 7).
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I8terconnection ~s intbe tontext of theLlDB tariff investigation.19 Several carriers~
including United, used CCSCIS to develop some or aU of their UDB rates, including CCS
Interconnection rates. til 1be Commissioo found that, in general, it cannot accurately assess the
reasonableness of rates if tbo8e rates are based on a~ computer model·tbat bas not
been filed with the Commillion. 21 However, the COIIMDJllion also concluded that it was not
necessary to rely on CCSCJS to evaluate the reaBOIIIlbJeDDss of CCS Interconnectioo rates.
For both those LEes that relied on proprietary data aDd those that did not, we found that the

'\ reasonableness of the amouat of direct investmeat used to provide llDB service can be
evaluated by compariag the PftJI)Ortion of investment assilned with IJDB's relative share of the
demand for all services diat -use the equipmeDt.22 tiaus, we were able to examine the
reasonableness of the amount of investment assigned to UDB based on this relative usage rather
than rely~ on CCSCIS. 23 BecaQ" Uni'- also used CCSCIS to develop some of the rates at
issue in this jnvestigadon, we cooclude tbat our .,m of United's rates in the LIDB tariff
investigation is also suitable to use to evaluate these rates. 24

9. As in the UDB ,. iDveIdptioD, our aaalyaia of tile reaaoaabloness of United's CCS
interconaection ra1e8 was a" "'pl'OCe8S.25 Pint, we eJ_ined United's dDct investment
to determine whether tile iav-.- assiaDed to~ __s was reuouble. second,
we examined the a.DlOWIt ofclrect coif'" United II to eaeb rate element to determiDe
whether the dift'lct costs feB within a reasonable ranae, as compared to the level of direct
investment. Third, we evaluated whether the claimed overhead expenses were reasonable, as
compared to the level direct costs.

10. United·recalcuJated.tbe lites in its direct cue for CCS IntercoDaection Service
assuming longer plant lives forIJDB 8nd S$7-......- dian it assumed in its direct cue,

~~~~t,.,c:.T.!:y~:::~=::rnni~rates~tif:b:a=
investigation, we fmd-the fonowing: (1) the amount of investment United allocated to CCS

19 una Inyestiption Order, 7 FCC Red at 528 (para. 23);' United Investiption Order, 7
FCC Red at 6764 (para. 1).

20 UDB Final Order, 8 FCC Red at 7131 (para. 7).

21 Id. at 7131 (para. 11).

221Q.

24 ~ IlpR Final Qrdor, 8 FCC Red at 7131-32 (paras. 10-13), and App. C for a
description of our methodology.

25 UDB Final Order, 8 FCC Red at 7131 (para. 10).

~' '.
26 Direct investment is the one-time cost of the equipment used to provide the service.

Direct costs are the ongoing costs of providing the servIce. At a mimmum" these include
depreciation, return on investment, and taxes. ".. ,

27~ Letter from Richard D. Lawson, United TeJepIIoae Campanies,to Secretary, Federal
Communications Commission, Exh. C at 3 (May 14,' f993) (May 14 Letter).

·4



interconnection service is CODSistent with United's relative use of that investment to provide
CCS interconnectiOllservice; (2~ in its response to the data request, United justified the amouet
of direct costs claimed in its tariff filing; but (3) United has not justified its overhead J.oadiJtIs.
Therefore, we find that these rates are unreasonable pursuant to Section 201(b) of the
Communications Act, 47 U.S.C. § 201(b).

11. Since United's~ case was fded, UDited submittedits July I, 1993, price cap
filing, in which it lowered some of the rates under investigation bere.28 We find these revised
rates to be reasonable. Furthermore, on September 28, 1993, United proposed to lower the
remaining CCS interconnection rates based on lower ove~ loadiogs than those used in its
original ftling.29 We findtbat United's new rates. just and reasonable. Accordinaly, United
is permitted to revise its rates as proposed in the Sepeember 28 LeUer. Finally, we also require
United to refund the aDIOUIItS collected in excess of the rates in its september 28 ;Letter and its
CCS interconnection rateB "as revised hi its 1993 price~ filing described above, plus simple
interest, during the period beginning October 14, 1992. .

12. In the JIDI fWOJ:der~J'e required United and other LEes with excessive UDB
rates to recalculate their"y 1, 1~3, Actual Price Indexes (API) and Service BaDd Indexes
(SBI) for purposes of the COIIUIlission' s price cap rules. 31 However, in its September 28 Letter,
United showed that revision of the rates subject to this investigation would have a de miejmjs
effect on these price cap indexes. AceordinIly, DO API or SBI adjustments need be made as
a result of lowering rates to the levels proposed in the September 28 Letter.

IV. ORDERING CLAUSES

13. Accordingly, rr IS OIIDBRBD, pursuant to Sections 4(i), 4(j), 204(a), 205, and 403
of the CommunicatiOns Act, 47 U.S.C. if 154(i), 1540), 204(a), 205,' and 403, that the
common channel signalling interconnection.rates of United Telecommunications, Inc., filed in
Transmittal No. 300, ARB UNLAWFUL to the extent indicated above.

28 In particular, United lowered the multiplexer clI8tJe applicable in its Florida study aml,
the OS1 channel mileage per mile charge in its North Carolina study area, and the 56 kbps
service termination charge and the OS1 channel mileage per mile charge in its Eastern Group
study area. . .

29 Letter from Richard o. LawsOn, United Telephone Companies, to' Chief, Tariff Division,
at Att. A (September 28, 1993) (September 28 Letter).

30 In the LIDB Final Order, we concluded that simple interest was appropriate in that case
because the carriers voluntarily reduced their rates, and because that was· the first time rates
were investigated under the new services test. LIpB Filll' Order, 8 FCC Red at 7132 n.27.
For these reasons, we fmd that simple interest is also appropriate in this case.

In the LIDS Fina' OJockr, we also directed United and other LEes to submit plans for
issuing refunds and delepted authority to the Chief, Common Carrier Bureau, to review and
approve these plans. LIP' FiM' ·Order, 8 FCC Red at 7132 n.28. We hereby direct United
to issue the refunds required by this Order using the plan med and approved pursuant to the
LIDS Final Order,. or to submIt an alternative plan within 30 days of the release date of this
Order. We delegate authority to the Chief, Common Carrier Bureau, to review and approve
United's plan should it choose to me an alternative plan,· .

31 IJPB Final Order, 8 FCCRcd at 7132 (para.' 13).
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14. IT IS FURTHBR OlIDmum that the Common Channel Signalling iDt.ercoanection
rates as described in the United Telecommunications, Inc. ~statement of September 28,
1993, are just, reasonable, and MAY BE FILED by United Telecommunications, Inc.

15. IT IS FURTHER ORDERED that United Telecommunications, Inc. SHALL MAKE
REFUNDS, .in the amounts. specified in J)U'IIIl'BI)h 11 of this Order, ~, to its out-of-band
sipalliDg customers. 1IIteIMt sball be cOmputed on the basis of simple mterest rates specifted
by the United States Internal Revenue Service.

16. IT IS FUR11IJ!R OlIDBRBD, pursuant to Sectioas 4(i), 40), 204(a), 205, and 403
of tile Communications Act, 47 U.S.C. ii 154(i), 1~), 204(a), 205, and 403, that United
Telecommunications, Inc. IS AU1'HORIZBD to file tarfft revisions reflecting our fmdings in
this investigation no later than 10 days from the release date of this Order.

17. IT IS FURTHBR OItDBIIID that, for purposes of compliance with this Order, we
waive Sections 61.58 and 61.S9 ot the Commission's Rules, 47 C.F.R.ii 61.58, 61.59.
United Telecommunications, Inc., 60uld cite the -FCC" dumber of the instant Order as the
authority for this fIling.

18. IT IS FUR.'nfBR ORDBIUm that the invlltiptioB and accounting order imposed by
the Common Carrier Bureau in CC Docket No. 92-236 IS TBRMINATED. .

F8DBRAL COMMUNICAnONS COMMISSION
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